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vince, the selective influence being provided by varying
the terms of interest and repayment according to the object
for which the money is borrowed.

It is this abstention on the part of the Central Govern-
ment in the matter of scrutiny of the objects for which
applications for loans are made that has led to the evil
results referred to by Sir George Schuster, and it is clear
that whatever central body is created under the new Con-
stitution, it must be empowered to exercise this scrutiny
and reject loan applications, whether from the centre or
from the Provinces, for objects not approved of by it.

A careful study of the two alternatives discussed above
clearly points to the need of a central co-ordinating
authority which would deal justly with the requirements
of each. The example of Australia in the matter is a very
good guide. All the States, realizing a common need, gave
up their independent borrowing powers and vested them
in a Central Loan Council, which is now the sole authority
for the conduct of borrowing operations for the Federal
Government as well as the States. A similar body consist-
ing of experts might be set up in India with more or less
similar functions and powers. Such a body would go
through the borrowing programmes of the Federation and
its units, and apportion the amounts to be raised by each
(in India or outside India), for purposes and on terms
which would have to be approved by it. The loan thus
approved would subsequently be raised by the Govern-
ment concerned on the security of its own revenues,
subject to the sanction of the legislature. Or, in other words,
the objects and terms of a loan must be administratively
approved by the Central Loan Council before the sanction
of the legislature is sought. The legislature may refuse to
grant sanction to the issue of a loan, but may not modify
its terms or purposes as approved by the Council.